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On April 26, the Coca Cola Co. announced plans to spend US$195 million to acquire a 30% stake in
Femsa Refrescos SA, the soft drink bottling division of Mexico's industrial conglomerate Fomento
Economico (FEMSA). Coca Cola's investment in Femsa Refrescos has two purposes: to position
the company in the Mexican market prior to implementation of the North American Free Trade
Agreement (NAFTA), and to participate more directly in a sector of the Mexican economy where
demand continues to grow. According to the Trade Secretariat (Secretaria de Comercio y Fomento
Industrial, SECOFI), Mexico's soft drink industry has expanded steadily over the past two years,
growing by 5% in 1991 and 2.9% in 1992. In a report released on April 25, SECOFI reported that
Mexico's 236 soft drink companies plan to spend a total of nearly 5.2 billion nuevo pesos (US$1.67
billion) on expansion projects between 1993 and 1996. According to SECOFI, the investments would
generate at least 53,000 new jobs between now and the year 2000. According to the Associated Press,
Mexico has the second highest per capita consumption worldwide of soft drinks, surpassed only
by the US. The strong competition between Coca Cola and US rival Pepsi Cola for shares of the
Mexican soft drink market is also expected to fuel growth of the Mexican soft drink sector. In a news
conference on April 26, FEMSA officials said the funds obtained from the sale of company shares to
Coca Cola will help reduce Femsa Refrescos' debt, while permitting the company to upgrade and
expand facilities. For example, FEMSA plans to construct a new bottling plant in Oaxaca state. Funds
for the expansion and debt reduction plans will also come from a public stock offering planned for
October 1993, in which FEMSA will offer up to a 19% stake of the company. According to industry
analysts, Femsa Refrescos has gained market shares of 54% in Mexico City and surrounding areas,
and of 72% in southwestern Mexico. The company owns the world's largest Coca Cola franchise.
In early March, Pepsi Cola announced plans to invest US$750 million over the next five years in
soft drink operations in Mexico. The company committed the first US$115 million of the total to
acquisition of minority stakes in three local Pepsi bottlers in Guadalajara, Monterrey and the Mexico
City area (see SourceMex, 03/10/93). [Sources: Notimex, 04/25/93, Associated Press, 04/26/93]
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